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(Jo int Venture of IOCL, BPCL & DIAL)
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Date:6th September 202 1

DAFFF L-FIN- AERA-CP3

The Director (P&S. Tariff),

Airports Economic Regulatory Authority of India (AERA).

AERA Administrative Comp lex,
Safda rj ung Airport.

New Delhi - 110003. India

Subject: Submission of counter comments on Stakeholder comments on Consultation Paper No.
1212021-22 (Fi le No. AERAI200 10/MYTP/DAFFPLlFF/C P-11I/202 1-26) in the matte r of

determ ination of Fuel Infrastru cture Charges for Delhi Aviation Fuel Facility Private Limited
(DAFF PL) at IGI Airport. New Delhi (0 1.04.202 1- 31.03.2026).

Dear Sir,

This has reference to CP No 1212021-22 dated 27'h July, 202 1 and comments of following stakeholders
forwarded to us vide publi c notice no. 23/202 1-22 for our counter comments:

SI. No. Stakeholders

\. Mis Delhi International Airport Limited (DIAL).

2. Mis Hind ustan Petroleum Co rporation Limited (HPCL ).

3. Mis Bharat Petroleum Co rporation Limited (BPCL) .

4. Mis Indi an O il Co rporation Limited ( IOC L).

5. Mis Fede ration of Indian A irlines (F IA) .

6. Mis International Air Transport Aviation (lA TA).

7. Mis Mumbai Aviation Fuel Farm Facility Private Limited (MAF FFL).

We hereby submit our written counter comments on the comments of the above stakeholders issued b)
the Authority,

For Delhi Aviat ion Fuel Fa...·cl;I· t:t-l~

Dccpak Agrawal
Chief Financial Officer

Enc l: As above

(I N: U74999DU009PTC193079
email: secretarial@daffpl.in website: www.daffpl .in



DAFFPL's counter comments on various stakeholders' response

on the CP 12/2020-21 issued by AERA on 27t h July 2021

Name of Point Raised
Stakeholder

DIAL 1. Useful Ufe of Assets:

DAFFPL in its tariff proposal for third control period has considered

based on th e usefu l life asper Companies act and order no. 35/2017

18, however rest ricted th e usefu l life of th e assets to th e end of th e

concession period as DAFFPLhas to return t he assetsat NILvalue to

DIAL. However, Authority has considered normal useful life of t he

Asset s as per th e order no 35/2017-18.

The approach considered by DAFFPL is in accordance with

Companies Act, 2013 as well as AERA's own order no 35/2017 -18.

Authority at clause 3.2 of th eamendment no. 1 to order no 35/2017

18 dated 9th April'2018 has categorically captu red the balance

useful life of th e asset in case of restrict ive lease period :

In order to bring in clarity and to consider the cases where the

first extension is not auto matically available, the Authority

ame nds the notes to the Annexure as follows:

"4.... For the purpose of identifying the balance useful life,

balance period rem aining out of the initial lease period plus the

first extension a t the option of the Operator should be

considered. If the period of useful life of assets is considered

differen tly, the Airport Operator sholl document and provide

the reasons / justification and basis for the period considered in

determining the useful life of assets for the purpose of tariff

determination which sholl be examined and considered by the

Authority.

In case of OAFFPL the concession period is twenty-f ive (25) years

from the commencement date, unless terminated earlier for any

reason in accordance wit h th e terms of th e respect ive agreement.

There is no option of extension of t he concession period in case

DAFFPL accordingly th e lease period has to be considered 25 years.

Also, DAFFPL has considered th e same treatment in their books of

accounts. Accordingly, we request Authority to consider only th e

balance concession period while allowi ng depreciation to new asset

additions.

DIAL 2. Compu tation of FRoR

Aut hority in case of DAFFPL while calculating retu rn on RAB has

considered different FRoR for every year during th e control period.

This approach is not in accordance with th e tariff guidelines and

earlier tariff determin ation exercise undertaken by AERA in case of

DAFFPL's Response

We agree with the views

of DIIIL.

We agree w ith the views

of DIAL and request t he

authority to consider th e

same favourably.



DIAL

DIAL

DAFFP l.

In accordance wit h clause 9.1 of the tariff guidelines for Cargo

Facil ity, Ground Handling and Supply of Fuel to t he Aircraft)

Guidelines,2011 dtd . 10th Jan' 2011, the fair rate of return hasto be

calculated asa constant number over t he cont rol period. Such single

FRoRvalue is calculated basis the weighted average cost of various

means of finance and t he weighted average gearing for the full

cont rol period. Accordingly, there should be one FRoRfor full control

period. The approach adopted by t he Author it y in case of DAFFPl

is not aligned to tar iff guidelines and also cont rary to t he tariff

determination adopted by AERA in case of second contro l period of

DAFFPl.

Accordingly, we request AERA to follow the tariff determination

process in accordance wit h tariff guidelines and th is w ill also ensure

the consistency across the cont rol period of DAFFPl.

3. Return on Security Deposit

As per the concession agreement, DAFFPl has to maintain security

deposit. The security deposit has been funded either by debt or

equity and Aut hority's proposal of providing 5% inf lat ionary ret urn

on such deposits is not reasonable. Hence, we request authority to

consider means of finance of security deposit and allow ret urn

equivalent to means of f inance in order to reimburse at least the

opport unity cost of such deposits.

4. Financing Allowance

Authority in case of DAFFPl at para 5.5.5 of the sa id consultat ion

paper has opined that the financing allowance is essent ially the IDC

for a project and should be provided only on the Debt port ion of the

project fund. Aut hority's viewpo int is cont rary to the tarif f guideline

in the matter of Cargo, Ground Handling and Fuel. In accordance

with the tariff guidelines the ISP is eligible to claim return on both

debt and equity invested in the project during const ruct ion phase.

Para 9.2.7 of the tariff guideline provides the methodology of

calculat ion of financing allowance. Authority should consider the

same and accordingly financing allowanceshould be allowed in case

of DAFFPl. In order to fun d the project DAFFPl has to invest both

debt and equity/internal accruals and accordingly Aut hority should

allow return on both debt and equity. Equity or internal accrualsalso

has an opport unity cost which the service provider has to pay and

accordingly the same should be reimbursed in a regulated

environment.

The Authority has considered financing allowance as a guiding

principle for oth er airports. Authority has allowed financing

allowance to BIALand GHIALduring second control period. Followi ng

is the relevant ext ract1JiBIALCP2 order no 18/ 2018-19:

Me~i~

We agree with the views

of DIAL.

We agree with the views

of DIAL and request the

authority to consider the

same favourably.



HPCL

BPCL

BPCL

BPCL

Para 9.2.22 The Authority noted that 8/ALhad considered Financing'

allowance for addition to RAB as provided in direction 5- Airports

guidelines, against interest cast during construction which will be

capitalised as cast of assets....

Further Authority at Table 26 of the same order while arriving at the

project cast has considered financing allowance as part of project

cast.

FICtariffs are a "Pass Through" in the pricing mechanism for us.

Kindly apply the new tariff on prospective basis only.

1. We have already wi t nessed t he devastating im pact of the second

wave of Covid-19 and further waves are feared due to th e newer

and more deadly variants of coronavirus emerging, hence both

Domestic and Internati onal t raffic is not likely to reach pre-Covid

numbers. Further since majority of ATF volum es at IGI Airport,

New Delhi come from international traffi c and the International

Traffic part icularly is likely to continue to be hit even more harderas

such waves come at diffe rent t imes at different countries and flight

restrictions are imposed even if one among a pair of countries is

affected th e overall ATF volumes will cont inue to be much lower

than projected in the 3rd Control Period.

Further asa New Airport isexpected to come up at Jewar during t he

3" controlperiod which is likely to substant ially take up business

from IGI Airport , New Delhi t he ATF volume handled is expected to

be much lower than projected, AERA has however on th e other

hand proposed to reduce t he FIC by 18%,32%, 35%, 38% & 42%

for FY 21-22, 22-23, 23-24, 24-25 & 25-26 respectively.

Thus, in view of expected lower volum es both due to Covid 19

impact and upcom ing New Airport at Jewar, It is requested t hat

the revenues for DAFFPL are reconsidered keeping th e low Traffi c

and low ATF volumes expected during t he 3rd Control Period so

as to ensure smooth & efficient operations at all times.

2. DAFFPL is required to invest a huge Capit al in the 3" control

period as the Open Access Fuel Fa rm facility is required to be

extended to Terminal 1 ofthelGI Airport, New Delhi.

AERA vide point No. 5.5.5 has not considered financing allowance

on the Equity portion of the fund to be invested and considered

IDC only on th e debt portion. Financing allowance on th e Equity

portion of the fund to be invested by DAFFPL may also be

considered for FIC calculat ions.

3. AERA has prop osed 'Price Cap Approa ch' for det erm inat ion of

Fuel Infrastru ctu re Charges to DAFFPL, however th e FIC charges

propos ed are .x s t han the calculations submitted by

Noted

We agree wit h the views

of BPCL and request

authority to have

considerate view.

We agree with the views

of BPCL and request the

aut hority to consider the

same favourably.

We agree with the views

of BPCL and request

Authority to consider FlC

I

I



DIIFFPL and also much lower th an the FIC charges already

approved in 2nd cont ro l period.

It is t hus requested th at th e FICworkings are reconsidered so th at

DAFFPL is able to provide sati sfactory level of service and fo llow

the required parameters of Safety and Quality.

based on

submission.

DAFFPL's

IOCL

IOCL

IOCL

FIA

1) Though th e fuel farm owner/operato r are expected to complete
th e project on time, how ever due to expected challenges in
execut ion of proje cts in an operat ing airport , t he provisio n of
penalty clause may be reconsidered .

2) As the concession period of DAFFPL is left to 13 years on ly &
DAFFPL is expecte d to tran sfer its facility once concession per iod
is over, hence for the purpose of calculation of dep reciat ion, th e
usefu l life may be considered only up-to th e valid ity of concession
period

3) We understand Ind AS is the new account ing methodology being
followed by the companies, hence t he same may also be
considered for t his case also.

1. Opt imum Utili zati on of exist ing 'Open Access' fuel infr ast ructu re &

deferment of non-essent ial capita l expenditure

As mentioned above, post COVID-19, it willtoke around two (2) - three

(3) years for theflig ht operatio ns to reach to its pre Covid-19 peak

levels. Accordingly, the Authority and DAFFPL need to review the

usage of existing 'Aviation Fuel Form facilities ' at 161 Airport,Delhi

(Delhi Airport) to cater to the praposed traffic levels, without any

new or additional investments, at the present stage. In this regard,

the Authority should direct DAFFPL to ensure that allefforts are mode

to utilise T2/T3 'Open Access' fu el infrastructure to its comp lete

potential and leveraging its benefits, before undertaking inves tment

for T1 fuel form infrastructure, as required.

In view of the above, in order to support the airlines to continue and

sustain its operations, all non-essen tial capitol expenditure (For e.q.,

New Administrative Building) proposed by DAFFPL, should be put on

hold/ deferred, unless deemed critical from a safety compliance

perspective. Further, in case DAFFPL wants to make capital

expenditure, then it should be at no additiona l expense to the airlines

until the project is completed and put to use by the airlines.

We agree with th e views

of IOCL.

We agree wit h the views

of IOCL.Similar view have

been expressed by other

stakeholders aswell.

We agree with the views

of IOCL.

FIA concerns were duly

noted.

DAFFPL would like to
apprise t hat Currently
DAFFPL operates at
Terminal 2 and 3 of the
IGI Airport. As part of IGI
airport development
plan, DAFFPL is now
undertaking th e hydrant
facility expansion at
Terminal 1 from the
exist ing fuel farm. It is
furt her to bring to noti ce
that DAFFPL has already
started/awarded the
subject wo rks before the
COVID pandemic started
and nearly SO% of work
has already been
completed as on date.

The project was
undertaken in view of the
airport operator's (DIAL)
planned expansion of
Terminal 1 at IGI Airport
(fin alized in 2016 with
Ministry of Civil Aviat ion,

•



FIA 2. Review in Fuel Infrastru cture Charges (FIe) & Into Plane Charges

(ITP)

Airlines are now paying separately for FlC and ITP which was earlier

part of ATF pricing.Third, this FlC and ITP along with GST thereon

becomes part of ATF pricing and suffers from Excise Duty and Sales

Tax. The additionalburden ofnon-creditobte taxes becomes sixty-f our

(64) % - seventy (70) %an the airlines.

We would also like to urge the Authority to pass an order stating that

FlC and ITP should be directly invoiced by the services providers to the

airlines to avoid circuitous billing and for the sake of 'Ease of doing

business' and 'Transparency'. This will also help in avoiding

unnecessary tax an tax to the tune ofsixty-seven (67) % to Airlines.

We st rongly urge the Authority to undertake a thorough investigation

retrospective ly to determin e the actual cost of efficie nt operations

and revenues collected by DAFFPL till date . All excess recoveries to be

passed on to th e airl ines and future tariff t o be determined based on

actua l cost of eff icieJltoperat ions.

(Gol) in consultatlon with
all t he stakeholders).

Airport Operator (DIAL)
requeste d DAFFPL for
sett ing up of Fuel Hydrant
Syste m at Termin al 1
based on the approval
t hey obtained from GOI.
Post commi ssioning of
the Terminal 1 Hydrant
system, DAFFPL wou ld be
cate ring close to 100%
ATMs.

Further DAFFPL wo uld
like to submit t hat in
order to minim ize costs,
DAFFPL has decided to
feed the term inal 1
volumes also from the
existing fuel farm instead
of constructing a
separate/new fuel farm .

Further DAFFPL would
like to submit that
DAFFPL has already
deferre d non-essential
capita l expenditure to th e
extent possible without
compromising the quality
and safety of operat ions.

FIA concerns are duly

noted , however we

would like to submit that

as per t he applicable tax

legislation in India, t ax is

applicable on the to tal

consideration til l th e

point of sale (here the

point of sale by the

Suppliers to the Airlines is

considered at the wing tip

of the aircraft). Further,

th e product (read ATF) is

owned by the oil

companies and as per

current practice, invoices

are governed by th e

'supplier agreement ' .



As the Supplier is t he

recipient of services at

the fuel farm (and not the

Airlines, who is the

customer of t he Supplier),

hence DAFFPL cannot

invoice directly to Airli nes

as per the exist ing tax

legislation(s). The above

practice is being followed

at all the airports.

Further, we would like to

submit that in order to

cate r FIA proposal, tax

legislati on changes may

be required.

With regards to thorough

investigation: we are not

sure if FIA is doubt ing the

tariff determined by the

Authority. However,

DAFFPL would like to

submit t hat the tariff is

determined by the

Authority based on its

regulatory framework.

AERA regulatory model

takes into considerat ion

all t he building blocks and

consider efficient cost of

operations whil e

determining FIe.



FIA

FIA

FIA

3. Review of Operat ional Expenditure

FIA is unaware as to whether DAFFPL has taken cost cutting

measures including re- negotiations of all the cast items an its profit

and lass account. It may be note d that cast incurred by DAFFPL

impacts the airlines, as such cast is passed through or borne by the

airlines. The Authority may like to advise DAFFPL to re-negatiate all

the cost in a significant manner and address any increase in fees

sought by DAFFPL.

In view of the industry reports from lATA and CAPA, which foresee a

minimum period of two (2}-three (3) years for air traffic and flight

operations to reach Pre COVID-19 levels, we request that the

Authority should put on hold any increase in such expenditure.

Further, the Auth ority should instruct DAFFPL to review its spending

on these heads and take immediate steps to reduce and control its

expenditure, especially when airlines are currently only operating 40

- 50% of overall size. Further, DAFFPL should be directed to pass on

such cost benefits to the airlines.

4. Review of Tendering Process

Authority should ensure that in the tendering process adopted by

DAFFPL, the tenders are awarded to only those parties which provide

the competitive costs with best-in- class services. Any ottem pt to

award the contracts on the highest revenue share basis to DAFFPL

should be discouraged. It is general perception tha t DAFFPL has no

incentive to reduce their expenses as any such increase will be passed

on to the airlines thraugh tariff determination mechanism pracess

and indirectly airlines will be farced to bear these additional costs .

There needs to be a mechanism for incentivizing the parties for

increasing efficiencies and cost savings and not for increasing the

rayalty for the airport operato r.

5. Other comments on t he Consultat ion paper/CPo

I. Useful Life (Refer 4.15.6 and 5.5.2 of CP):

FlA requests Authority to recansider the Useful Life of 05 years

praposed to be considered for 'Roads', as the Authority order No.

35/2017-18 mentions the Roads to have a Useful life of "05/10"

years, and hence the depreciation applied should be 10% instead

of 20%.

II. Over Recovery (Refer 4.23.1 of CP):

,,<.;;e\~i/ily
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FIA concerns are duly

noted.

DAFFPL would like to

submit that wherever

possible, DAFFPL has

undertaken cost cutting

measures including re

negot iations of all the

cost items wit hout

compromising t he quality

of service and safety of

operat ions.

As per the current

tendering process of

DAF FPL, t he tenders are

awarded to part ies

submitting the lowest

cost/bid, meeting the

eligibility crite ria within

t he defined tender scope

of work.

I. DAFFPL would like to

submit that DAFFPL

has not owned and

capita lized any assets

falling in the category

of Road and hence

the point is not

applicable in case of

DAFFP L.

II. Point isduly noted.



DAFFPLhas made an aver recovery of Rs. 14, 729.95 Lakhs during

the second control. Authority and DAFFPL should undertake

apprapriote measures to ensure that there are no/minimal cases

ofover recovery, in future, which willassist in lowering the burden

of tariff on airlines/passengers.

III. RAB (Construct ion of New Administ rat ive Building) (Refer 5.1.3.4
of ( P):

Construction of the New Administrat ive Building may be kept on

hold until a decision an disposal/ alternate use of the existing

administrative building has been mode.

IV. Penalty (Refer 5.3.3 of (P ):

While the airline industry has been cuttin g down the capitol

expenditure to mere banes in the face of current extraordinary

situations, we sugges t that that the Authority mayconsider mare

stringent penalties in excess of 1% in the event of any delay or

significant reduction in the execution of capital expenditure as

finally approved for thethird control period such that efficiencies

in the system are encouraged and inefficiencies discarded.

III. DAF FPL would like
to submit that the
current facility of
administ rat ive buil
ding measuring
13,500 Sq Ft isquite
old and is
st ructurally
weakened. Based
on the analysis of
exte rnal consultant,
the beams and
columns of the
building are found
to be deficient,
considering thi s
there is a
requirement of
construction of new
administ rat ive

building.

IV. It is in the DAFFPL's

interest to comp let e

the project within

the committed t ime

schedule as there

wi ll be a loss of

return as well as

depreciation in case

of delayed

complet ion and

capit alization .

However, t here

could be delays due

to reasons beyond

DAFFPL's control,

especially due to

covid-19 pandemi c

and other

unforeseen events.

Any delay in

commissioning and

capita lizing t he

project imp lies

denial of return on

such asset and

depreciation.

Imposit ion of



V. Employee Expenses (Refer 7.6.1):

While the aviatian sec tor, including airlines hove incurred huge

losses ond are struggling to m eet their operatianal costs, and are

not able to pay even to the supportstaff on the other hand DAFFPL

see ms to have paid full salories to its staff including annual

increments which is completely unheard of in the same aviation

sector. It oppears that DAFFPL wants to recover its fu ll employee

cost from the airlines, which are nat even able to pay salaries ta

their support staff In aur view, DAFFPL needs to considerably

restru cture its employee benefit expenses and other expenses and

hold any revisions at least for the next two (2) years.

VI. Operat ing Expenses and other expenses (Refer 7.6.2, 7.6.3 and

Table 42 of CP) :

FlA stated that rather than significant reduction in cost item s of

operating expe nses (inpara 7.6.2 of the CP), DAFFPL is proposing

a 'Year on Year' increase between 9% and 25%, whereas the

Auth ority is considering an increase betw een 8 to 12% in the name

of escalation in a highly uncertain environment where we are just

operating at appraxAO-50% of the pre Covid-19 levels. Similarly,

in section 7.6.3, ather expenses, DAFFPL is praposing a Year-an

Year increase between 10% and 30%, whereas the Authority is

also considering an increase between 10 to 20% in the nam e of

escala.t;?3ion. I' .~
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additional 1%

penalty by reducing

the RAB of the

delayed cost of t he

projects t herefore is

harsh especially

during th e current

pandemic affected

t imes.

V. DAFFPL apprised on

the endeavo ur t o

minimise employee

expense, wherever

possible t he expenses

have been reduced in

order to cope up with

current impact of

COVID on t he

business act ivity. The

minimal % of hike in

employee cost is

required to retain

good talent resources

which are required in

the fuel industry to

discharge on tim e

services with no

compromise on

operat ional safety as

the same is

categorized as a

hazardous industry,

due to highly

infl ammable natu re

of product which is

handled by these

people on daily basis.

VI. DAFFPL would like

to submit that

about 90% of the

operat ing expenses

that DAFFPL incurs

are fixed in nature

as DAFFPL needs to

maintain all the

available resources

and facilities

because all the



lATA

lATA

It may be noted that rather than escolottons, acrass industries all

the casts have been renegotiated downwards substantially.

DAFFPL needs to significantly reduce all such casts in a very

aggressive manner. DAFFPL may be advised to reduce its cost by

at least 35% and no escalation should be permitted.

VII. Price Cap Approach (Refer 3.14.1 of CP) :

It is recommended that the Authority issue

clarifications/amendments to the CGF Guidelines that even in the

light touch approach, the Authority would ensure that

extraordinary profits do nat accrue to the service provider and

that the end user is nat burdened with higher tariffs.

In additi on, the Authority should continue th e applying th e Price-Cap

approach for reasons of consistency t o ensure uniformity between

DAFFPL and MAFFL& 10 51..

• lATA agrees with AERA's proposal to determine tar iff for t his control
period under Price cap methodology and following the single t ill

mechanism which is in line with the decision by Hon'ble TD5AT
pertaining to tarif f determination for the second control per iod.

• The continued use of the true-up approach to the building blocks by
AERA means that in effect, DAFFPL's business has a significantly lower

risk. This diminut ion of risk should be properly reflected through a

loweringofthe WACC.

facilit ies wo rk as a

single integrat ed

setup and as a

result th e operati ng

expenses wil l not

reduce due to

impact of COVID.

Further wherever

possible DAFFPL

has deferred and

reduced operati ng

expenses. Furt her,

being an old fuel

farm, major

expenses are

incurred on

regular/periodic

maintenance

activities to ensure

t he safety of th e

fuel farm and for

smooth operation.

VII. NA.

Noted

DAFFPL is providing

service of handling

dangerous goods at

vulnerable areas. Further,

since DAFFPLdepends on

th e air port operator for

ut iliti es and oth er

supplementary services,

any failure by the Airport

Operator in providing the

~(ueWDelhi ;;;? ,....
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same would directly

impact DAFFPL's

operations. Due to higher

level of operat ional risk

involved in DAFFPL's

operations,

condit ion

environment,

business

and

DAFFPL

lATA

lATA

lATA

lATA

• lATAfully supports the adoption of useful life and depreciation ratesfor
various assetsowned by DAFFPL in line with the Authorit y's order No.

35/2D17-18 .

• lATA agrees with AERA that including the lease amount paid to the
landowner under operating expense is a moreappropriate tr eatment
than depreciation on thevalueof the leased land.

• Notwithstanding TDSAT's decision to include CSR as operating cost,
there should be objective criter ia formulated to ensure th e

reason ablenessofthe amount ofCSR expenses.

• While th e Authority has pro posed a low er annual increase in

employee expense of 7.5% from 2021, there has not been a

necessary downward adjustment to the base employee cost to reflect
the 1 0;yel'\Q~illllesS. activity (and hence lower employee number) since

request to consider

proposed WACC as per its

submission.

As provided by the ot her

stake holders and as per

Authority 's order No.

35/2017-18 at clause 3.2

of th e amendment no.1.

the balance useful life of

the assets have been

cat egorically captured in

case of restr ictive lease

periods. DAFFPL has also

considered depreciation

considering usefu l life of

assets til l th e end of

concession period in its

MYTPsubmission.

We would like to submit

th at treatment of lease

rent as per Ind AS will

rationalize Fuel

infrast ructure charges of

all the control periods.

We would like to submit

th at CSRexpenses is

governed in t erms of th e

provision of th e

Companies Act 2013, and

the CSR expenses are

based on provision of

Companies Act only .

lATA's concerns are duly
noted however DAFFPL
would like t o submit it s
endeavour to minimise



MAFFPL

MAFFPL

2020 due to the impact of COVID. The same rationalization of the base
cost for Employee Benefits should also be undertaken.

4.15.5 DAFFPL has adopted different depreciat ion rates based on

t he agreement wit h t he Airport Operato r t hat the assets wou ld be

handed over to the Airport Operator wit hout any compensation on

expiry of the contract. In the second cont rol period, the Authority

indicated that if t he agreement is not extended by t he Airpo rt

Operator, the Authority would take this in to account to write off

such assets during t he relevant control period. The stand of t he

Aut hority wasaccepted by the Hon'bleTDSAT judgement dated 27t h

September 2019

4.15.6 In view of the above, theAuthority proposesto recalculate the

depreciation in line wit h th e rat es specified in t he order

no.35/2017-18

MAFFFL Response -

It is observed t hat Aut hor ity has not considered t he app licable

depreciat ion rat e considering that the assets wouid be handed over

to the Airport Operator without any compensat ion on expiry of the

concession period .

The Authorit y agrees to however, take into account to writ e off

such assets in t he relevant last cont rol period. Ast his will have an

impact of substant ial amo unt in t he last control period, Aut hority,
is requested to re-consider and allow depreciat ion at the uniform

rate in order to fully depreciate at t he end of concession period.

4.19.1 In addit ion, t he licence fee Consultat ion Paper No. 12/2021

22 Page 17 of 52 paid to the airport operato r was shown as opex in

th e years 2016-17, 2017-18 and 2018-1 9. In the years 2019-20 and

2020-21 t he same has been taken as a part of right of use assets as

per Ind AS 116. In order to mainta in uniform ity and also reflect t he

true cost of~~\lg~e Aut hor ity proposes to consider the

employee expense.
Wherever possible, the
expenses have been
reduced in order to cope
up with current impact of
COVID on the business
activity. The minimal % of
hike io employee cost is
required to retain good
and talent resources,
which are required in the
fuel indust ry. Asthe same
is categorized as a
hazardous industry, due
to highly inflammable
nature of the product
which is handled by these
people on daily basis.

We agree with the

views of MAFFFL.

We agree wit h the
response of
MA FFFL.

Because t he Books of
account of the
comp any is maintained



MAFFPL

MAFFPL

licence fee paid to the airport operator as a part of operat ing

expenses.

MAFFFL Response -

It is observed that th e Author ity has not followed Ind AS 116 for

th e computat ion of Lease Rent/ License fees for th e operator.

As per INDASaccount ing st andards, Ind AS 116 is mandatory with

effect from 01.04 .2019 andth e books of accounts of the company

is being maint ained considering IND AS 116 f rom FY 2019-20

onwards in compliance of the INDAccounti ng standard. As the Right

of Use of Assets considered under IND AS 116 are recognised as a

Tangible Asset in th e Ba lance sheet, t he same should form part of

RAB and depreciation for ARR calcuiat ion.

Hence, in our opinion, Authority should reconsider lease

rent/license fees under IND AS 116.

5.5.5 The Author ity noted t hat DAFFPL has claimed Financing

Allowance Rs 2856 lakhs on th e CWIP in additio n to th e IDC of Rs

1639 lakhs during the t hird control period. The Authority is of the

view that such allowance is essent ially the IDC for a project and

should be prov ided only on th e Debt portion of th e project fun d.

Accord ingly, th e Auth ority has considered only th e IDCamount ing

to Rs 1639 lakhs

MAFFFL Response -

The FRoR on RAB is applicable only on commissioning of the assets

and the operator sta rts gett ing return only wh en the asset is

completed and becomes part of RAB.

Though the int erest on th e capita l fund ed through debt is

capita lized and forms part of RAB when th e assets are capitalized,

the noti onal ret urn on equit y capita l does not form a part of RAB.

Hence th e act ual interest paid on th e debt taken for th e asset is

considered whi le th e noti onal return on equit y is not considered

whi le arriving at the RAB and consequent ly th ere is no return on

equity for th e period the expendit ure is incurred on t he capita l

asset and th e asset is capita lized.

In view of th e above, DAFFPL has claimed Financing Allowance

equal to FRoR on equity portion of capita l employed for th is

period .

In view of above, we feeiAuthority should reconsider th is proposal.

5.7.4 The Authority proposes t o re wo rk th e RAB of DAFFPL, Delhi

for th e fourth control period by reducing th e RAB by 1% of the

considering IND AS 116
in order to comply with
provision of the
Companies Act. As
rightly ment ioned by
MAFFPL, it does not
have an impact on the
overa ll considerat ion of
Lease amo unt.

Authority is

requested to

consider th e same.

We agree with t he

views of MAFFFL

and similar views

were provided by

various other

stakeholders.

Request Authority

to consider.

We agree with the
views of MAFFPL.



MAFFPL

delayed cost of t he projects, if DAFFPL fails to Commission and

capitalize th e projects as per MYTPsubm it ted

MAFFFLResponse -

The Aut hor ity has proposed to rework the RAB of DAFFPL for th e

fourt h Control Period, by reducing the RAB by 1% of th e delayed

cost of t he projects, if DAFFPL fails to commission and capita lize

t he projects as per MYTP submit ted.

It is in th e operato r's interest to complete th e project with in t he

commit ted t ime schedule as there will be a loss of ret urn as we ll

as depreciati on in case of delayed complet ion and capita lizat ion.

However, t here could be deiays due to reasons beyond the

operator's control especially due to covid-19 pandemi c and othe r

unfo reseen events. Any delay in commissioning and capita lizing

t he project implies denial of return on such asset and

deprecia tion . Impositi on of 1% penalty by reducing t he RABof the

delayed cost of th e projects therefore is harsh.

We request the Autho rity to reconsider t his proposal and remove

t he penalty clause.

6.14.1 The Authority proposes to maintain the cost of equity at

14%for the third Control Period.

MAFFFL Response:

The Authorit y has proposed to maintain cost of equity fo r DAFFPL

fo r t hird control period at 14%.We observe that fo r MIAL, the

Aut hority has considered cost of equity at 15.13% in their tariff

order for 3rd cont ro l period. For DIAL, the same has been

considered at 15.41%.

DAFFPL is also subject to all th e usual risks an airport operator is

subjected to. In additi on, DAFFPL is a much smaller company

compared to MIAL or DIAL, and also has a single source of

revenue (FIC which is totally depending on fuel volumes) unlike

airport operators who are much larger companies wit h more

diversif ied revenue st reams. Moreover, as DAFFPLis dealing wit h

hydrocarbons, t hey are subjected to t ighter regulatio ns by statutory

bodies like PESO etc. and carry a higher risk associated wit h

hand ling of hydrocarbons.

In view of th e above, in our opinion, Aut hority should reconsider

this prop osal and allow cost of equity at least equal to that

considered for DIAL.

The same has also been
reiterated in the views
expressed by ot her
stake ho lders, as well.

Aut hority is requested

to consider the request

for non-levy of such

penalty.

We agree wit h
th e views of
MAFFPL.

Authority is requested

to consider DAFFFL's

request for cost of

equity as proposed.


